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MMS–2014 for each month during the
allowance reporting period, the lessee
shall pay additional royalties due plus
interest computed under 30 CFR 218.54
from the allowance reporting period
when the lessee took the deduction to
the date the lessee repays the dif-
ference to MMS. If the actual process-
ing allowance is greater than the
amount the lessee has taken on Form
MMS–2014 for each month during the
allowance reporting period, the lessee
shall be entitled to a credit without in-
terest.

(2) For lessees transporting produc-
tion from onshore Federal leases, the
lessee must submit a corrected Form
MMS–2014 to reflect actual costs, to-
gether with any payment, in accord-
ance with instructions provided by
MMS.

(3) For lessees processing gas produc-
tion from leases on the OCS, if the les-
see’s estimated processing allowance
exceeds the allowance based on actual
costs, the lessee must submit a cor-
rected Form MMS–2014 to reflect ac-
tual costs, together with its payment,
in accordance with instructions pro-
vided by MMS. If the lessee’s estimated
costs were less than the actual costs,
the refund procedure will be specified
by MMS.

(f) Other processing cost determinations.
The provisions of this section shall
apply to determine processing costs
when establishing value using a net
back valuation procedure or any other
procedure that requires deduction of
processing costs.

[53 FR 1272, Jan. 15, 1988, as amended at 53
FR 45762, Nov. 14, 1988; 61 FR 5466, Feb. 12,
1996]

§ 206.106 Operating allowances.
Notwithstanding any other provi-

sions in these regulations, an operating
allowance may be used for the purpose
of computing payment obligations
when specified in the notice of sale and
the lease. The allowance amount or
formula shall be specified in the notice
of sale and in the lease agreement.

[61 FR 3804, Feb. 2, 1996]

Subpart E—Indian Gas
SOURCE: 61 FR 5467, Feb. 12, 1996, unless

otherwise noted.

§ 206.170 Purpose and scope.
(a) This subpart is applicable to all

gas production from Indian (Tribal and
allotted) oil and gas leases (except
leases on the Osage Indian Reservation,
Osage County, Oklahoma). The purpose
of this subpart is to establish the value
of production for royalty purposes con-
sistent with the mineral leasing laws,
other applicable laws, and lease terms.

(b) If the specific provisions of any
statute, treaty, or settlement agree-
ment between the Indian lessor and a
lessee resulting from administrative or
judicial litigation, or oil and gas lease
subject to the requirements of this sub-
part are inconsistent with any regula-
tion in this subpart, then the lease,
statute, treaty provision or settlement
agreement shall govern to the extent of
that inconsistency.

(c) All royalty payments made to any
Tribe or allottee are subject to audit
and adjustment.

(d) The regulations in this subpart
are intended to ensure that the trust
responsibilities of the United States
with respect to the administration of
Indian oil and gas leases are discharged
in accordance with the requirements of
the governing mineral leasing laws,
treaties, and lease terms.

§ 206.171 Definitions.
For purposes of this subpart:
Allowance means an approved or an

(MMS)-initially accepted deduction in
determining value for royalty pur-
poses. Processing allowance means an
allowance for the reasonable, actual
costs incurred by the lessee for process-
ing gas, or an approved or MMS-ini-
tially accepted deduction for costs of
such processing, determined pursuant
to this subpart. Transportation allow-
ance means an allowance for the rea-
sonable, actual costs incurred by the
lessee for moving unprocessed gas, resi-
due gas, or gas plant products to a
point of sale or point of delivery off the
lease, unit area, communitized area, or
away from a processing plant, exclud-
ing gathering, or an approved or MMS-
initially accepted deduction for costs
of such transportation, determined
pursuant to this subpart.

Area means a geographic region at
least as large as the defined limits of
an oil and/or gas field, in which oil and/
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